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WELDWOOD | OF CANADA 


Management Committee 


LIMITED 


ROGER MONTGOMERY 


President and chief executive officer of 
Weldwood of Canada, is also a corporate 
vice-president of U.S. Plywood-Champion Pa- 
pers Inc. He came to Weldwood in January, 
1967, as executive vice-president in charge 
of operations and was appointed president in 
February, 1968. In his 18 years with Weld- 
wood’s parent company, he acquired a 
thorough knowledge of its financial, logging, 
manufacturing and branch operations. Prior 
to coming to Canada, he was vice-president 
in charge of West Coast Manufacturing for 
U.S. Plywood-Champion Papers Inc. 


DONALD M. JACQUEST 


Vice-president, finance, is responsible for 
directing and coordinating all financial and 
accounting operations of the company. He 
joined the company in that capacity in May, 
1966, and has a broad, background of top-level 
financial management experience acquired 
with major companies in the food and building 
materials industries in Canada. 


DONALD E. CLUCK 


Vice-president, marketing, is responsible for 
the company’s marketing and sales planning 
policies. He has had many years’ experience 
in marketing and sales. Before joining the 
company in November, 1965, he was director 
of marketing, Standard Packaging Corpora- 
tion, New York City, and, prior to that, vice- 
president, marketing, of W. P. Fuller and 
Company Inc., a division of Hunt Foods and 
Industries Inc., in San Francisco. 


LARRY T. MARSHALL 


Vice-president, coast logging division, is re- 
sponsible for the administration of all logging 
activities associated with the company’s ex- 
tensive timber holdings on the mainland coast 
of B.C. and Vancouver Island. He came to 
Weldwood from the parent company in May, 
1966, with a background of 35 years’ com- 
bined experience in wood products manufac- 
turing and logging, 20 of which were spent in 
managing operations in the Pacific Northwest, 


PIT DESJARDINS 


Vice-president, resources management and 
planning, is responsible for the administration 
and planning of all activities related to timber 
and other physical resources, industrial rela- 
tions, research and development, and the 
company’s requirements in personnel. He 
joined a predecessor company in 1946 and 
has an extensive background in all phases of 
the forest products industry both in eastern 
and western Canada. 


JAMES D. McCARTHY 


Vice-president, manufacturing, is responsible 
for the administration of the company’s three 
manufacturing divisions as well as for logging 
operations in the Cariboo and Central manu- 
facturing divisions. He joined a predecessor 
company in 1946 and has a broad background 
of experience in wood products manufacturing 
acquired both in eastern and western Canada. 


Financial Highlights 


Years ending December 31, 1968 1967 1966 1965 
(restated) (unaudited) 


$000 % $000 $000 $000 


Sales 130,470 | 100.0 | 113,993 103,634 : 98,973 
Increase over preceding year 16,477 14.5 10,359 : 4,661 : SAO 
Total costs and expenses 116,426 89.2 | 108,922 : 101,043 : 94,776 
Other income 1,033 8 414 : Unkle : 558 


Net income before income taxes and 
minority interest 15,077 11.6 5,485 : 3,788 : 4,754 


Income taxes 8,400 6.5 2,900 ' 1,915 ; 2,600 


Minority interest (dividends on 
Collieries’ preferred shares) — — _ 67 : 268 


Net income 6,677 Sat 2,585 : 1,806 : 1,886 


$ *per *per 
; $000 Share $000 $000 $000 pete 


Dividends paid on preference shares 289 230 — — 


Net income available for common and 
ordinary shares 6,388 


Dividends paid on common and 
ordinary shares (note 1) 400 


Income retained in the business 5,988 
Cash flow ni Ome 
Number of shares outstanding: 
Common 800,000 
Ordinary 2,237,682 
Total 3,037,682 
Preference shares 275,000 
“per common and ordinary share 


1,576 : 1,886 62 


400 4 400 13 
1,176 1,486 49 
9,387 9,175 3.02 


times times 
$000 $000 eunea 


1,141 5.2 


earned earned earned 


Interest on long-term debt eo7 eae 983 


6.6 4.6 
Interest on total debt 1,218 13.4 1,930 3.8 Balt At Sh 7/ 
9.0 7.8 


Dividends on preference shares 289 23.1 289 


$000 a $000 $000 


Inventories 25,432 26,394 29,349 


Accounts receivable 14,577 13,364 13,162 
Current borrowing 749 8,402 iOS 
Long-term debt 13,807 16,411 


Working capital 23,931 20,595 


times $000 times 
23,025 


17,213 15,873 


Long-term debt 13,807 16,411 20,356 23,025 
Minority interest — — — §,353 
Preference shares 5,500 5,500 = 

Equity of common and ordinary shares 43,225 S2or 


Total 62,532 59,148 


5,500 
35,341 


61,197 


34,165 
62,543 


$000 


27,053 
14,133 


$000 


27,358 
Not Available 


Plant and Logging Facilities: ; ee $000 ; $000 


Net book value 25,609 24,062 
Undepreciated capital cost 14,100 12,655 


Capital Employed: *000) eal $000 $000 $000 


Ratio of current assets to current liabilities 
Return on capital employed 

Number of common shareholders 

Number of ordinary shareholders (note 2) 
Number of employees 


NOTE 1: Common share dividends of 50¢ were paid in the calendar years 1968, 1967, 1966 
and 1965. No dividends were paid to ordinary shareholders. 


NOTE 2: Ordinary shares are entirely held by U.S. Plywood-Champion Papers Inc. 


To Our Shareholders: 


| am pleased to report record sales and earnings for 
| our company during the 12 months ended December 31, 
| 4968. 
- Sales were $130,470,462, or 14 per cent higher than in 

1967, which was 10 per cent above 1966. 

Income before taxes was $15,077,462, compared with 

$5,484,793 in 1967. Net earnings, after income taxes and 

| preference share dividends, were $6,388,712, equal to 

| $2.10 per common and ordinary share. This compared 

| with $2,296,044 or 76 cents per share in 1967, and 
ue $1,575,615 or 52 cents per share in 1966. 

During 1968 the level of housing starts in Canada rose 
from 164,000 to 197,000 units, creating demand suffi- 
cient for near capacity operations of our softwood ply- 
wood plants. However, softwood plywood prices in 
Canada increased only modestly while costs rose 
sharply. In 1969 there will have to be significantly higher 
prices in this important part of our business if we are to 
continue the level of performance we experienced in 
1968. 

The most important single factor in our improved 
performance last year was the strength of our export 
markets for softwood Jumber, particularly to the United 
| States. Another significant contributor to our improved 
| performance was our strenuous marketing efforts, which 


increased our sales of hardwood plywood. 


Finance: Our company continued during 1968 its inten- 
sive program of debt reduction begun in 1967. Bank and 
| other short term borrowings have been reduced from 
| $20,690,042 at the end of 1966 to $8,402,042 in 1967 and 
| to a net cash position of $135,272 at the end of 1968. At 
| the same time, long term debt has been reduced from 
| $20,355,821 in 1966 to $16,410,935 in 1967, and to 
| $13,806,873 in 1968. Despite all-time high interest rates, 
| our company’s actions reduced interest charges from 
| $1,930,184 in 1967 to $1,218,145 this past year. 

| 


| Operations: Our company expanded its facilities im- 
| provement program. We carried out substantial renova- 
| tions of logging equipment and installed a significant 


amount of new equipment in our plants. These expendi- 
tures enabled us to increase our operating efficiencies 
and partially compensated for rising labor, material 
and other costs. Also, with the improved condition of 
our markets we were able to operate most of our pro- 
| duction units, with the exception of our hardwood lum- 
| ber and veneer operations, at capacity and this, of 
| course, had a significant effect upon our control of 
|| costs. 


| Marketing: Domestically, we continued to broaden the 

| activities of our branch distribution system, with con- 

|| tinued emphasis on close cooperation with lumber 

| dealers in promoting our consumer products. During 
1969 we plan to expand the sale of products not manu- 

| factured by the company and place added emphasis on 
the industrial, builder and specifier markets. The Lum- 
ber Sales Department continued to widen its activities 

| and now distributes the entire production of our British 
Columbia sawmills, except for offshore shipments 
which the cooperatively owned Seaboard Lumber Sales 
Company distributes for us. 


efficiency of our logging operations through improved 
contract logging arrangements, dry-land sorting, and 
-improved equipment. The increased demand and prices 


- 


| 
| 
i 
| 
| 
| Logging: During the year we were able to increase the 
| 
| 


for low-grade hemlock, balsam and cedar logs, which 
|= are normally traded by the company, was also an im- 
|| portant factor in the improved profitability of our Coast 
| Logging Division and the raw material trading position 
| of ihe company. Sharply increased stumpage charges 
levied by the B.C. Forest Service on timber harvested, | 
particularly in the Interior of the province, have been 
and will continue to be a significant factor in our rising 
costs. 


Limited on the Coast and those of Eagle Creek Logging 


Co. Ltd. in De Harrison Lake POA of ee Columbia. 
Lele Lopernns ie 


| 
| 
| 
| 
| 
| 
| 


Since the year end, the company has also purchased 
the assets of-Beban Logging Co. Ltd., located in the 
Kingcome Working Circle about 150 miles northwest of 
Vancouver. This acquisition will provide us with approxi- 
mately 30 million additional board feet of timber 
annually. 


Capital Expenditures: In 1968 the company spent 
$4,305,291 on new plant and equipment, compared with 
$1,335,737 in 1967. 

In 1969 we estimate capital expenditures at $5,500,000 
for logging equipment and facilities, a 60% expansion 
of our production capacity at our Longlac plywood 
plant in Ontario, improvements in our branch distribu- 
tion facilities, a plywood prefinishing line at our hard- 
wood plywood plant in Vancouver, and for improving 
the production efficiencies of our other manufacturing 
units. 


* Cariboo Pulp Mill: The company is continuing plans for 


the proposed pulp mill at Quesnel and expects to finalize 
its marketing arrangements this year. The timing of this 
project will conform with the terms of our Pulpwood 
Harvesting Licence and the plant is expected to go into 
production sometime in 1972. 


Development Projects: During 1969 the company will be 
vigorously pursuing and evaluating several opportun- 
ities in the area of particleboard manufacture. The com- 
pany will also be planning expanded softwood plywood 
production either through acquisition or marketing 
arrangements with other companies. 


Employee Relations: Much of the credit for the fine year 
we have had must go to the ingenuity and dedication of 
our employees and we thank them sincerely for a job 
well done. 2 

The present coastal labor contracts will continue in 
effect through June of 1970. The company is continuing 
to experience substantial increases in labor costs. In 
4968 costs were $1,600,000 higher than in 1967, and in 
4969 they will be $1,800,000 higher than in 1968. To a 


see over 


large extent these increased costs will have to be re- 
covered through higher end-product prices. 


Directors: During the year John P. Schlick resigned as 
a director of the company and was replaced on the 
board by Alfred W. Teichmeier, executive vice-presi- 
dent of the Plywood Group of U.S. Plywood-Champion 
Papers Inc., our parent company. Subsequent to the 
year-end, Gene C. Brewer submitted his resignation as 
a director of the company. 


Outlook: We expect continued strong demand in both 
domestic and export markets, particularly in the United 
States. World monetary conditions and the new tight 
money policy in the United States may have a leveling 
off effect in the last six months of the year, but the 
pent-up demand for housing should create a generally 
buoyant marketing climate. Our problems in 1969 will 


| be ones of supply and rising costs. The unusually severe 


winter weather we have experienced will have a residual 
effect on our log supply and production levels. We are 
faced with sharply rising costs in 1969 in labor, raw 
material, salaries, indirect expenses, and almost every 
aspect of our business. Our ability to duplicate our 
excellent 1968 performance will depend upon the suc- 
cess of our cost-control programs and the strength of 
markets to support price increases that are necessary 
to offset increased operating costs. Nevertheless, we 
face the future with the confidence that the company is 
tremendously improved financially, with better physical 
facilities, operating procedures and personnel, and we 
are cautiously optimistic that our performance in 1969 
will closely parallel that of the year just past, providing 
the inflationary spiral can be kept under reasonable 


control. 


ROGER MONTGOMERY, 
President & Chief Executive Officer. 


| WELDW OOD | OF CANADA LIMITED 


3 fl / Ff : sp LA 
ee sft 
Distribution of Sales Dollars 
December 31, 1968 
IN THOUSANDS OF DOLLARS °F % 
Domestic U.S. Overseas Total 1968 1967 
Plywood — softwood 41,019 707.3 3683 46 7,905 +/45~ 49,287 72, O36 37.8 37.8 
— hardwood 17,032 44) 24072 3 16 4 7_17,288/55 763 13.2 13.8 
58,051 603 7,921 6657559, 979 51.0 51.6 
Veneer 81 1,707 _ 1,788 1.4 1.6 
Lumber — softwood 11,145 17,762 /7 22% 7,483 /7,5  36,39030/77 27.9 26.7 
— hardwood 1,378 1,963 47/5~ 246 /.2, 3/587 Sy, $73 28 3.1 
| 12,523 19,725 7,729 39,977 30.7 29.8 
| Logs 8,283 = = 8,283 6.3 6.3 
Other products 13,847 = = 13,847 10.6 10.7 
| TOTAL 92,785 22,035 15,650 130,470 100.0 100.0 
| % — 1968 71.1 16.9 12.0 100.0 
— 1967 74.1 14.6 11.3 100.0 
| 
Production Statistics 1968 1967 
Plywood —_ 
| Softwood in thousand square feet ¥” equivalent 457,970 442,297 cs os S 
| Hardwood in thousand square feet surface measure 42,283 38,3737 , 7, ae 
| Lumber PE 
\ Softwood in thousand board feet 325,839 307,956 2 x 
\ Hardwood in thousand board feet 23,007 


NET SALES IN MILLIONS OF DOLLARS 
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WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


Consolidated Income 


Years Ended December 31 1968 


Sales 


$130,470,462 


Costs and Expenses: 
Cost of sales (excluding depreciation, depletion and amortization) 96,070,181 


Selling, shipping and general and administrative expenses 
(excluding depreciation, depletion and amortization) OO 2OVO GSR 
290,887 
927,258 
5,454,748 


154,572 


Interest expense — current borrowing 
— non-current borrowing 
Depreciation, depletion and amortization 


Remuneration to directors 


116,426,019 +4, 7 


14,044,443 
1,033,019 
15,077,462 
8,400,000 

$ 6,677,462 


h 


Other Income 
Income Before Income Taxes 
Provision for Income Taxes 


Net Income 


A 7s ine 
ee 3 
re 
OM TE te ae 
—_—_———— x 
Ge : Sa GA <- 
Consolidated Retained Earnings pee ele ge ee kl 
Years Ended December 31 1968 


Balance at beginning of year $ 6,403,217 
6,677,462 


13,080,679 


Net Income 


Deduct dividends paid or accrued: 
Preference shares 288,750 
___ 400,000 
688,750 


$ 12,391,929 


Common shares 


Balance at end of year (Note 3) 


$113,993,215 


87,637,073 


13,154,127 
946,800 
983,384 

6,026,685 
173,767 
108,921,836 
5,071,379 
413,414 
5,484,793 
2,900,000 
$_2,584,793 


1967 


4,507,173 


2,584,793 
7,091,966 


288,749 


400,000 


688,749 


6,403,217 


The accompanying notes are an integral part of these financial statements. 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


Consolidate 


December 31 


ASSETS 


Current: 
Cash and short term deposits 


Accounts receivable 
Accounts receivable from affiliates 
Inventories, at lower of cost or market: 


Logs, veneers and manufacturing supplies 
Finished and in process products 


Prepaid expenses 


Total current assets 


Investments and Other Assets: 
Timber deposits 
Long-term receivables 


Equity in and advances to 50% owned companies and 
joint ventures (Note 1) 


Financing expenses 
Other 


Timber Holdings and Logging Development: 


Timber holdings, at cost less accumulated depletion 
(December 31, 1968 — $8,859,689; December 31, 1967 — $7,168,043) 


Logging development, at cost less amortization 


Plant, Property and Equipment: 
Properties, at cost 


Plant and equipment, at cost 
Less accumulated depreciation 


On behalf of the board: 
ROGER MONTGOMERY, Director 
DONALD M. JACQUEST, Director 


1968 


$ 884,272 
14,577,579 
238,674 


UV 9,115,028 
f 16,316,620 
¢ 25,431,648 
626,473 
41,758,646 


669,081 
661,630 


219,263 
533,419 


1,143,179 
3,226,572 


10,034,350 


4,537,082 
14,571,432 


5,430,865 


49,308,054 


28,235,794 


21,072,260 
26,503,125 


$86,059,775 


1967 


PE Mite! 
13,363,594 
207,396 


10,449,581 
15,944,711 


26,394,292 
575,965 
40,541,247 


872,089 
887,714 


707,653 
566,779 
337,125 


3,371,360 


11,467,447 
__ 3,959,304 


15,426,751 


5,812,178 
47,008,363 
26,905,735 


20,102,628 


25,914,806 


$85,254,164 


LIABILITIES 


Balance Sheet 


December 31 


Current: 
Bank loans and term notes 
Accounts payable 
Accrued liabilities 
Income taxes payable 
Current instalments of long-term debt 


Total current liabilities 


Long-Term Debt: 


Agreements to purchase lands and timber, payable in annual 
instalments of $1,705,000 


6%% First Mortgage and Collateral Trust Bonds, Series B (Note 2) 
Other (secured) 


Less current instalments, shown above 


Deferred Income Taxes 


Shareholders’ Equity: 
Capital: 
Authorized: 


275,000 5% % cumulative redeemable prefefence shares, 
Series A, with a par value of $20 each 


225,000 Series B preference shares with a par value of $20 each 


300,000 5%2% cumulative redeemable second preference 
shares with a par value of $100 each 


1,000,000 common shares without nominal or par value 
3,000,000 ordinary shares without nominal or par value 
Issued and fully paid: 
275,000 cumulative redeemable preference shares, Series A 
800,000 common shares 
2,237,682 ordinary shares 


Contributed surplus — no change during year 
Retained earnings (Note 3) 


1968 


$ 749,000 
4,652,728 
3,499,886 
6,321,924 

2,603,905 

17,827,443 


1,705,000 
14,680,000 


25,778 


16,410,778 


2,603,905 
13,806,873 
5,700,000 


5,500,000 
8,752,500 


17,436,790 


31,689,290 
4,644,240 


12,391,929 
48,725,459 
$86,059,775 


The accompanying notes are an integral part of these financial statements. 


1967 


$ 8,402,042 
3,659,455 
2,689,932 
2,587,453 


2,607,600 
19,946,482 


3,410,000 
15,560,000 
48,535 


19,018,535 
2,607,600 
16,410,935 
6,160,000 


5,500,000 
8,752,500 


17,436,790 


31,689,290 
4,644,240 


6,403,217 


42,736,747 
$85,254,164 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


Consolidated Source and Use of Funds 


Years Ended December 31 1968 1967 


Source of Funds: 
Funds provided from operations: 

Net income $ 6,677,462 2,584,793 

Items not requiring an outlay of funds: 
Depreciation 2,697,334 2,924,335 
Depletion and amortization of timber and logging assets 2,724,054 3,070,235 
Amortization of other assets 33,360 32,115 
Reduction in deferred income taxes (460,000) (315,000) 
11,672,210 8,296,478 


Reduction in long-term receivables, investments and other assets (91,580) 220,026 


Total 11,580,630 8,516,504 


Use of Funds: 
Plant, property and equipment 4,305,291 1,335,737 
Less sales and retirements 1,019,638 1,547,564 
3,285,653 (211,827) 
Logging development, timberlands and timber licences ROOORAA 698,671 
Reduction in long-term debt 2,604,062 3,944,886 
Financing expenses —- 14,686 
Dividends 688,750 688,749 
Total 8,244,192 5,135,165 


Increase in working capital, being excess of source over use of funds 3,336,438 3,381,339 
Working capital, beginning of year 20,594,765 17,213,426 


Working capital, end of year $23,931,203 $20,594,765 


The accompanying notes are an integral part of these financial statements. 


Notes to the Consolidated 
Financial Statements 


Note 1. Principles of Consolidation. 

The Company follows the practice of consolidating .all wholly- 
owned subsidiaries. Investments in and advances to 50% 
owned companies are recorded at cost, adjusted for changes 
in their retained earnings since acquisition. 


The unamortized excess of the purchase price of all the com- 


mon shares, acquired in May, 1964 or subsequently, of Cana- 


dian Collieries Resources Limited, (now Weldwood of Canada 
Sales Limited) over the book value of net assets, amounting to 
$2,235,071, has been included on consolidation in the value of 
timber holdings. The appraised value of the timber holdings 
is in excess of the carrying value. During the year ended De- 
cember 31, 1968, $100,000 was amortized and charged to 
income. 


Note 2. Mortgage Bonds. 
Under the terms of the Trust Deed securing the 6%% First 
Mortgage and Collateral Trust Bonds, Series B: 

a) The Company pledged all of its tangible and intangible 
assets by way of fixed or floating charges securing 
the bonds. 

b) So long as any of the bonds are outstanding, the Com- 
pany is prohibited from paying dividends (except stock 
dividends) or making any other distribution on any class 
of its shares except to the extent of 70% of the consoli- 
dated net earnings (defined in the Trust Deed securing 
the bonds) of the Company accumulated after April 1, 
1964, plus $1,600,000 and provided that any such divi- 
dend shall not have the effect of reducing consolidated 
tangible net worth (defined in the said Trust Deed) below 
$22,500,000, or reducing consolidated working capital 
(defined in the said Trust Deed) below $8,000,000. 


c) At the end of every six months up to and including 
March 31, 1984, the Company is to provide an amount of 
$440,000 to redeem an equivalent amount of the out- 
standing bonds. The final payment for the bonds of 
$1,040,000 under the Trust Deed is due on September 
30, 1984. 


Note 3. Dividends. 

A. Certain limitations are imposed on the payment of dividends 
on common and ordinary shares by the Trust Deed securing 
the 6% % First Mortgage and Collateral Trust Bonds (see 


Auditors’ Report 


To the Shareholders, 

Weldwood of Canada Limited: 
We have examined the consolidated balance sheet of WELDWOOD OF CANADA LIMITED (a British Columbia corporation) 
and subsidiaries as of December 31, 1968, and the consolidated statements of income, retained earnings and source and use 
of funds for the year then ended, Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary 


Note 2) and by the Underwriting Agreement of the 275,000 

5% % Cumulative Redeemable Preference Shares, Series A, 

B. Under the terms of issue of the ordinary and common 
shares: 

i Dividends per share paid on ordinary shares may not 
exceed dividends per share paid on common shares from 
the date of issue; but 

i Where dividends paid on ordinary shares are less than 

those paid on common shares, dividends may be paid 
to the holders of ordinary shares (without necessarily 
declaring further dividends on common shares) up to 
an amount equal to the total dividends paid on each 
common share. 

C. At December 31, 1968 dividends of $2.125 per share had 
been paid on common shares and no dividends had been 
paid on ordinary shares. Accordingly, should dividends be 
declared on ordinary shares, as at December 31, 1968 such 
dividends could not exceed an aggregate of $4,755,074. 


Note 4. Commitments. 
A. The Company is obligated to pay an annual rental of 
$187,929 U.S, throughout the period ending December 31, 

1987, under a lease-back agreement covering sixteen pro- 
perties previously owned. The Company may repurchase 
any, or all, of the properties prior to the expiration of the 
lease upon payment of certain sums. $2,305,300 U.S. repre- 
sents the present value of the total consideration to be 
paid (computed at a 5% rate) for annual rentals during the 
intervening period and to repurchase all the properties on 
December 31, 1987. 

B. The Company has a contingent liability as surety on a per- 
formance bond made by Cariboo Pulp & Paper Company 
Limited in favour of the Minister of Lands, Forests and 
Water Resources of British Columbia in the sum of $650,000 
to secure performance by Cariboo Pulp & Paper Company 
Limited of a covenant on Pulpwood Harvesting Agreement 
No. 5. 

C. On December 30, 1968, the Company exercised an option 
to purchase, in 1969, timber and logging assets with a 
purchase price of approximately $1,500,000, subject to 
certain adjustments and indemnity, and approval of the 
Minister of Lands, Forests and Water Resources of British 
Columbia. 


in the circumstances. We have previously examined and reported on the consolidated financial statements for the preceding 


year. 


In our opinion, the accompanying consolidated balance sheet and consolidated statements of income, retained earnings and 
source and use of funds present fairly the financial position of Weldwood of Canada Limited and subsidiaries as of December 
31, 1968, and the results of their operations and the source and use of funds for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Vancouver, Canada 
January 18, 1969. 


ARTHUR ANDERSEN & CO., 
Chartered Accountants. 


These logs, cut in our Tree Farm Licence No. 10 at 
Toba Inlet on the mainland coast of B.C., represent a minute 
fraction of the more than{9 billion board} feet of timber the 


company owns or controls in British Columbia and Ontario. 
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The Timberland sawmill at North Surrey, B.C., which 
produces Douglas fir timbers up to 78 feet in length, is 
one of the company’s 18 wood converting facilities in 
British Columbia and Ontario. 
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Except for the exclusively French promotional banners, 
our Quebec City branch, with its revolvable stock record 
holder in the centre of the order desk, could easily 

be mistaken for almost any other one of our major branches 
across Canada. Inside sales representatives play an 
extremely important role in our branch operations. 
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Manufacturing Divisions 


COAST MANUFACTURING: 


Ash Street: Specialty plywood plant in Vancouver. Produces 
hardwood plywood, graded poplar plywood, marine-grade ply- 
wood, woodgrain overlays, textured cedar sidings, Duraply 
overlaid sidings and other specialty products. 


Empire Lumber: Large hemlock sawmill at Squamish, B.C., in 
a district where company has extensive timber holdings. 


Flavelle Cedar: Large sawmill at Port Moody, B.C., specializing 
in Western Red Cedar lumber, sidings and panelings. 


Kent Avenue: Plywood plant in Vancouver. Produces graded 
fir and select sheathing, long lengths and cut-to-size plywood 


CARIBOO MANUFACTURING: 


Cariboo Plywood & Veneer: Largest fir and spruce plywood 
sheathing and veneer plant in the world at Quesnel. 


Lac La Hache: Fir stud mill. 
Westree: Large spruce and fir planer and sawmill at Quesnel. 
Largest single employer in the Central Interior region of B.C. 


Carries out logging operations in an area of more than 12,800 
square miles. 


CENTRAL MANUFACTURING: 


Operates in Ontario with headquarters in Toronto. Has 
extensive timber holdings in the province. 


Haliburton: Sawmill. 


and fir sidings. : 
Huntsville: Hardwood flooring plant and sawmill. 
Timberland Lumber: Sawmill in North Surrey, B.C., producing 


Longlac: Large poplar and spruce plywood plant. 
Douglas fir lumber and timbers in lengths up to 78 feet. : ae ie S Be i 


Searchmont: Veneer mill and sawmill. 
T-Ply: Plywood plant in North Surrey, B.C. Produces Douglas 
fir plywood, cut-to-size panels and door skins. 


Woodstock: Hardwood plywood and prefinishing plant, as well 
as veneer mill. 


Coast Logging 


Administers and operates all logging activities associated with the company’s extensive 
timber holdings on the mainland coast of British Columbia and on Vancouver Island. 


Sales Divisions 


Western head office: Vancouver 


Branches: Vancouver, Calgary, Edmonton, Regina, Saskatoon, 


Yorkton, Winnipeg 
Toronto 


Fort William, Sault Ste Marie, Sudbury, Kirkland Lake, 
Windsor, London, Hamilton, Toronto, Orillia, Kingston 


Central head office: 


Branches: 


Eastern head office: Montreal 


Ottawa, Montreal, Sherbrooke, Trois-Rivieres, Quebec, 
Rimouski, Saint John, Dartmouth, St. John’s 


Branches: 


TIMBER 


PLANTS 
Numeral in plant symbol denotes UI 


number of plants at one location 


SALES BRANCHES 


WESTERN 


fe} 
CENTRAL @| 
® 


EASTERN 


WINDSOR 


The company carries out the most extensive marketing and sales promotion programs in the industry. By far the 

largest part of our advertising and sales promotion is directed at obtaining an ever-increasing share of the 

home improvement business, now estimated at close to an annual $1 billion market. At a recent home show, the people in 
the photo are watching a series of colored slides demonstrating the ease of installing Weldwood prefinished paneling. 


WELDWOOD | PRODUCTS 


ADHESIVES: Include Presto-Set white glue, Plastic Resin, 
Contact Cement, Epoxy Glue, Waterproof Resorcinol Glue and 
Panel Adhesive. 


ARCHITECTURAL PANELING: Ranges from sequence-matched 
stock paneling to paneling custom-made to the architects’ 
specifications in species of his choice. 


DOORS: Interior and exterior doors in a wide range of species 
and styles for residential, commercial and institutional use; 
also architectural, acoustical and wood or plastic-faced fire 
doors carrying Underwriters’ label. 


DURAPLY: Medium-density, overlaid exterior-grade plywood 
with resin fibre surface for smooth, long-lasting paint finishes. 
For house siding, boats, etc. 


FIR PLYWOOD: Complete range of PMBC grades, sizes and 
thicknesses; long lengths, cut-to-size and marine grade. 


GLASWELD: Permanently colored, inorganic, incombustible 
panel for interior and exterior use. Available in more than 20 
attractive colors. 


HARDWOOD PLYWOOD: In a wide range of species and ‘thick- 
nesses and in veneer, lumbercore and particlecore construc- 
tion. Widely used in woodworking industry. 


LUMBER: Produced in a wide range of domestic softwood in 
British Columbia and in birch and maple in Ontario. 


FLEXWOOD: Thin, cloth-backed wood veneer especially re- 
commended for curved wall surfaces. 


VINYLGARD: A vinyl-laminated lauan panel for mobile homes 
and other interior applications. 


PARTICLEBOARD: Available in thicknesses from Ye” to %4”. 
Widely used as sheathing, low-cost paneling and many other 
purposes. 

PERMAPLY: A high-density, resin-fibre overlaid plywood, suit- 
able for reusable concrete form, signs and many industrial 
products. 

PREFINISHED PLYWOOD: The company markets the greatest 
variety and most heavily promoted line of prefinished panels 
available in the deluxe, medium and economy-price range. 
PRESERVATIVES: Water-repellents and wood preservatives, 
including Woodlife, Woodyouth, Boxlife and Convoy. 

STAINS & FINISHES: For both soft and hardwoods, including 


P.A.R., Firzite and Satinlac. Also Blend Stiks for filling nail 
holes. 


SHAKES & SHINGLES: Handsplit and tapersplit cedar shakes 
and cedar shingles. 


SOFTWOOD PLYWOOD: Made in all PMBC grades and sizes 
in our West Coast mills, including spruce sheathing. 


SIDINGS: A complete line of cedar lumber sidings, as well as 
plywood sidings in fir, cedar and Duraply. 


WOOD-TRIM: Real, flexible wood veneer in tape form for con- 
cealing plywood edges in furniture manufacture. 


MOULDINGS & TRIM: Softwood, hardwood and prefinished 
mouldings. 
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OF CANADA LIMITED 
P.O. Box 2179, Vancouver 3, B.C. 


INTERIM REPORT 


FOR THE SIX MONTHS 
ENDED JUNE 30, 1968 


TO OUR SHAREHOLDERS: 


I am pleased to inform you that net earnings for 
the six months ended June 30, 1968 were more than 
three times the net earnings in the first six months of 
the previous year, while record sales of $65,573,285 
were 18 per cent above those in the first half of 1967. 

Net earnings, after income taxes and preference 
share dividends, were $3,249,674, equal to $1.07 per 
common and ordinary share. This compared to 
$919,428 or 30 cents per share for the first half of 
the previous year. 

The upward trend in sales and earnings in the 
first six months of this year is a continuation of the 
trend experienced in the last six months of 1967, 
and resulted from improved lumber markets, both 
domestic and export; increased residential construc- 
tion; company-wide improvements in operating ef- 
ficiencies; and, to some undetermined extent, a high 
level of sales resulting from customer stockpiling in 


anticipation of a possible industry-wide strike on the 
West Coast. 


Labor negotiations have been concluded with 
settlement that will result in increased labor costs 
of approximately $1.2 million for the period from 
July 1, 1968 to June 30, 1969, and an additional 
$2.3 million for the period from July 1, 1969 to 
June 30, 1970 as compared to our labor cost base 
prior to June 30, 1968. These increased labor costs, 
together with substantially increased stumpage 
charges levied by the B.C. Forest Service on timber 
harvesting, particularly in the Interior area of B.C., 
will result in sharply rising operating costs for the 
last six months of 1969 that will carry on into 


1970. 


It should be anticipated that our volume of ship- 
ments, particularly in plywood, will be down some- 
what for the second half of the year because we will 
not be over- shipping production out of inventory as 
was the case in the first six months. There are also 
signs of a slackening of pace in the U.S. housing 
market as a result of the recently imposed surtax 
and a general slowing of that economy. 


All these factors point to a slower pace of sales 
and net earnings for Weldwood in the last six 
months of this year. However, with the outstanding 
six months we have just experienced, we are well 
on our way to a record performance for the year, 
and we feel that the fundamentally strong demand 
for housing, both here in Canada and in our foreign 
markets, will create a good economic climate for 


WELDWOOD OF CANADA LTD. 


and subsidiary companies 


INCOME 


Net Sales 
Income before taxes 
Provisions for taxes on income 


Net Income 
Dividends on Preference Shares 


Net Earnings. 
Earnings per Common and Ordinary Share 
Shares Outstanding 

Common 


Ordinary... eee 
Preference : Deh Selene ee a he 3 


SOURCE AND APPLICATION OF FUNDS 


Source of Funds: 

Funds Provided from Operations: 
Net Income...... ee ee 
Items not requiring an outlay af finds 
depreciation, depletion and amortization. 


Sales and retirement of plant, property, equipment. 


Other «2. ae he rene ent See 


Use of Funds: 
Plant, property and equipment 

Logging development, timberlands and 

timber licences 

Reduction in long-term debts eRe Rsk c cip ee 
Divi cen Sauer eee ee oe ane 
Other 


Increase (decrease) in working capital 


your company, provided the price-cost inflationary 


spiral can be kept reasonably under control. 


Sincerely, 


ROGER MONTGOMERY, 


President. 


August 28th 1968 


(Subject to Audit) 


June 30, 1968 


SIX MONTHS ENDED 


Dec. 31, 1967 


Condensed Consolidated Statements of Income 
and Source and Application of Funds 


June 30, 1967 


eS FC ee 355,789 


$65,573,285 $58,621,146 $55,372,069 
$ 7,624,862 $ 3,191,178 $ 2,293,615 
4,232,000 1,669,000 1,231,000 
3 392.862 1,522,178 ee 1,062,615 
Stes 145,562 443.487 
$ 3,249.67 $ 1,376,616 $ 919,428 
$1.07 $.46 $30 
800,000 800,000 800,000 
9.937 682 9.237,682 Ae 7,682 
275,000 975,000 975,000 
$ 3,392,862 $ 1,522,178 $ 1,062,615 
9.409,104 9 627,828 __3,083.857 
5,801,966 4,150,006 4,146,472 
985,675 1,312,274 935,290 

= 9249 078 — 
6,087,641 5,704,358 4,381,762 
9 869,674 724.464 611,273 
es 413,699 353,103 345,568 
2,162,617 1,743,776 9,901,110 
343,188 345,562 343,187 
_ 36,738 
6,144,967 3,166,905 3,537,876 
$ | (57,3296) “$ 2537453 $ 843,886 
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OF CANADA LIMITED 
P.O. Box 2179, Vancouver 3, B.C. 


PRELIMINARY REPORT 


YEAR ENDED 
December 31, 1968 


TO OUR SHAREHOLDERS: 


I am pleased to report that your company 
achieved a high level of performance in 1968, setting 
new records both in sales and earnings. 

Sales for the year ended December 31, 1968 were 
$130,470,462, or 14 per cent above those for the 
previous year. Income before taxes was $15,077,462 
compared to $5,484,793 for the prior year. Net earn- 
ings, after income taxes and preference share divi- 
dends, reached $6,388,712, equal to $2.10 per 
common and ordinary share. This compared with 
$2,296,044 or 76 cents a share in 1967. 


As you will notice in the accompanying statement, 
both sales and earnings in the second half were 
slightly lower than in the first six months. This was 
expected. Many of our customers had stockpiled 
heavily in the first half in anticipation of an industry 
wide strike on the West Coast that never materi- 
alized. Also, as the result of wage negotiations 
concluded last June, labor costs in the last six months 
were up by approximately $600,000 over the labor 
cost base prior to June 30, 1968. 


Fortunately, activity in residential construction, 
the major market for our products, continued its 
strong upward trend in the second half, and this 
factor, together with improved softwood lumber 
prices, partially offset the effect of over-buying in the 
first six months and increased labor and raw material 
costs. 


Your company is faced with sharply-rising costs 
this year and we are increasingly concerned about 
the impact on operating results of the unusually 
severe winter weather we are experiencing. As the 
result of last summer’s labor negotiations, we are 
faced with wage increases in 1969 which will amount 
to $1,800,000. At the same time our raw material 
costs are rising sharply, particularly stumpage charges 
levied by the B.C. Forest Service on timber harvest- 
ing. Most other costs are also up and our ability to 
duplicate our excellent 1968 performance will depend 
upon the success of our cost control programs and 
the strength of the market to support price increases 
that are necessary to offset increased operating 


costs. In this regard, it should be kept in mind that 
our tax and wage rates are substantially higher than 
those of companies in the U.S. with whom we com- 
pete in American and overseas markets. 
Nevertheless, we are cautiously optimistic that 
our performance in 1969 will closely parallel that 
of the year just past, providing the inflationary trend 
in the economy can be kept under reasonable control 


Sincerely, 


and the buoyancy of the residential construction 
wndustry in Canada and foreign markets is sustained. 


ROGER MONTGOMERY, 


President. 


February 7, 1969 


WELDWOOD OF CANADA LTD. 


and subsidiary companies 


INCOME 


(Subject to Audit) 


SIX MONTHS ENDED 


Condensed Consolidated Statements of Income 
and Source and Application of Funds 


TWELVE MONTHS ENDED 


Dec. 31, 1968 


June 30, 1968 


Dec. 31, 1968 


Dec. 31, 1967 


Net Sallestere se ree ees ee ee ee ee ee cee OL BOTT $65,573,285 $130,470,462 pli s9OS seu 
Tinconmerbelore taxesses eke = $ 7,452,600 $ 7,624,862 $ 15,077,462 $ 5,484,793 
IPARenratsyCOvul oye web Ce) (OVOU MACON C Oe ce 4,168,000 4,232,000 8,400,000 2,900,000 
INeCiin con c= eee cee re ie eee 3,284,600 3,392,862 6,677,462 2,584,793 
Dividends on preference shares... 2 145,562 143,188 288,750 288,749 
INeets Bick ria it seen gc ee $ 3,139,038 $ 3,249,674 $ 6,388,712 220 bes 
Earnings per common and ordinary share... $1.03 $1.07 $2.10 76 
Shares Outstanding: 
CG raat Ti eee a hg ies ees eee ee 800,000 800,000 
Oia ye ee cs ea ere DIZ 1LO82 2,237,682 
PEC PETE ICC ee eens cr ee 275,000 275,000 
SOURCE AND APPLICATION OF FUNDS 


Source of Funds: 
Funds Provided from Operations: 


Net lnconie eee Sey S tn fen ccs be 0 een ee $ 3,284,600 $ 3,392,862 $ 6,677,462 $ 2,584,793 
Items not requiring an outlay of funds; 
depreciation, depletion and AMOMNtiZAtION 22. 2,585,644 2,409,104 4,994,748 5,711,685 
5,870,244 5,801,966 11,672,210 8,296,478 
Sales and retirement of plant, property, equipment... 733,963 285,675 1,019,638 1,547,564 
a rss Ree eee ee penne ees (ee ire Mente ta eerie 2 — — — 220,026 
6,604,207 6,087,641 12,691,848 10,064,068 
Use of Funds: 
Plant, property and equipment... : 1,435,617 2,869,674 4,305,291 WS SSeiow 
Logging development, timberlands and 
bamoyer? INCOMES eee 1,252,028 413,699 1,665,727 698,671 
Reduction m long-term debt........2.. 2... el eS) 2,162,617 2,604,062 3,944,886 
Dividends.......... Bo ech Sc nena aac co eo ee 349,902 343,188 688,750 688,749 
Ot Gis are (264,209 ) 355,789 91,580 14,686 
3,210,443 6,144,967 9,359,410 6,682,729 
Increase (decrease) in working capital ................--.-------- $ 3,393,764 S (57,326) — pi 3.3560,.4358 $ 3,381,339 
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